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“Nearly 60 million Americans
would join a union if they get

a chance..”
-President Biden, March @, 2021

EXECUTIVE SUMMARY

The PRO Act will increase the membership of labor organizations (unions) in
the private sector and increase the number of individuals who must financially
support them. Unions that are under the jurisdiction of the U.S. Department of
Labor already receive over $11 billion per year in dues and fees.! They spend
these billions on a wide range of activities. If labor organizations can increase
their membership to the level that existed in 1983, the dues they receive could,
under a conservative estimate, exceed $20 billion. This would give unions
additional resources to use on things like political activities and lobbying,
potentially allowing them to put $3 billion per election cycle into use.



INTRODUCTION

To try and boost union membership in the private sector, the U.S. Congress is
considering legislation that would make sweeping changes in the areas of
federal law governing collective bargaining. The process of electing a union
would be overhauled to prioritize unions and take away the ability of workers
to choose to pay union fees or not. This anti-worker freedom legislation is the
Protecting the Right to Organize Act of 2021, H.R. 842 (PRO Act).

According to the Bureau of Labor Statistics (BLS), 6.3 percent of private-sector
employees were members of unions in 2020.2 In 1983, it was 16.8 percent® The
PRO Act is designed to reverse that decreasing trend in union membership,
force workers to pay union fees, and thereby increase the bargaining power of
labor organizations. This bargaining power comes not just through unions’
ability to negotiate with individual employers, but also through the power of
their purses. Labor organizations spend billions of dollars each year. If the
Democrats succeed in turning their labor wish list into federal law, the PRO
Act could result in significant increases in union revenue earmarked for
political activity and lobbying— spending in these areas alone could increase to
nearly $3 billion per two-year election cycle if the membership rate returned to
1983 levels.

One thing we know for sure: if the PRO Act is enacted, union membership will
likely increase regardless of the wishes of individual workers and even
independent workers who work for themselves. Additionally, because the PRO
Act preempts state right-to-work laws, employees who are currently non-
members but who are employed in workplaces covered by collective
bargaining agreements will be required to financially support the union.
Preempting right-to-work would take away the choice of 2.8 million private-
sector workers in 27 right-to-work states who are currently represented by
unions, just as a start.®> These changes will lead to labor organizations gaining
increased receipts from member dues, and fees from non-members.

Put plainly, more members and union fee payers equal more money, which
results in larger union coffers.

To that end, the PRO Act's goals are to speed elections and make them easier
for unions to win—without regard to giving workers proper information—-then
forcing workers to pay fees if the union does win. Proponents are likely correct
that the PRO Act could result in large-scale increases in union membership
and finances. For example, On March 9, President Joe Biden in a statement
regarding the PRO Act said, “[n]early 60 million Americans would join a union
if they get a chance..” (Emphasis added.)®




Sixty million is more than quadruple the current number of union members in
the United States. As of 2020, BLS estimates that 14.3 million employees are
members of unions in the United States.” This includes both the public and
private sectors. If the PRO Act results in union membership increasing to 60
million employees, as the president suggests, the scenarios discussed below
would be greatly understated. But the PRO Act's proponents clearly hope that
these rates will go much higher.

In 2020, labor organizations reported $11.1 billion in receipts from dues and
fees® Receipts from these generally increase most years, but 2000 was an
exception. Some categories of expenses, such as those for representational
activities, remain relatively constant from year to year. In other categories, such
as those for political activities and lobbying, the amounts fluctuate depending
on election cycles. The latest data available, for 2020, show that labor
organizations disbursed $4.5 billion for representational activities and $790
million for political activities and lobbying.®

This report further examines how labor unions have historically spent member
dues and fees over the past several decades, how they are spending that
money now, and predicts how union spending will be impacted in the future if
the PRO Act becomes law.



PRIVATE SECTOR UNION FINANCIAL REPORTING

The finances of private sector labor organizations are governed by the
Landrum-Criffin Act, the Labor-Management Reporting and Disclosure Act of
1959 (LMRDA).° Unlike most labor-related legislation today that is largely
divided along partisan lines, such as the PRO Act, the LMRDA focused on
transparency and had strong bipartisan support. It was passed
overwhelmingly with 95 votes in the U.S. Senate and 352 votes in the U.S.
House of Representatives.”

The LMRDA, among other things, requires covered labor organizations to file
annual financial disclosure reports with the U.S. Department of Labor.”? The
Department’'s Office of Labor-Management Standards (OLMS) has
promulgated several forms that are used by labor organizations to file their
annual reports. The form that is used depends on the amount of the labor
organization's receipts during the applicable fiscal year. Labor organizations
with receipts of $250,000 or more must use Form LM-2, the most
comprehensive of the annual financial reports.”® Smaller labor organizations
file a simplified report using either Form LM-3 or Form LM-441°

RESEARCH METHOD: FORM LM-2

The Form LM-2 reports detailed financial information in several categories. The
Form LM-2 also asks several questions such as whether the labor organization
had an audit conducted, whether the labor organization discovered any loss or
shortage of funds, and how many members the labor organization had at the
end of the reporting year. The Form LM-2 also contains statements where the
reporting labor organization lists its assets, liabilities, receipts, and
disbursements. Several of these categories have corresponding schedules that
list the underlying information in more detail.

For disbursements, the Form [M-2 requires detailed disclosure in several
functional expense categories including the following:

“Representational Activities” (Schedule 15),

“Political Activities and Lobbying” (Schedule 16),

“‘Contributions, Gifts, and Grants” (Schedule 17),

‘General Overhead” (Schedule 18), and

“Union Administration” (Schedule 19).

Additionally, the labor organization discloses disbursements to all officers
(Schedule 11), and to every employee who received more than $10,000 during
the fiscal year (Schedule 12). Part of the disclosure here is an estimate of the



amount of time that the officer or employee spent in the functional expense
categories (Schedules 15-19), rounded to the nearest 10 percent.

Data from these functional expense categories form the basis of the analysis
used in this report. A description of the information reported on Schedules 15-
19 from the years 2006 to 2020 follows below.

While prior data are available, these data are not as comprehensive. The
functional expense reporting discussed in this report was not part of the Form
LM-2 until 2004 when the current reporting requirements came into effect.

REPRESENTATIONAL ACTIVITIES (SCHEDULE 15)

On this schedule the labor organization reports disbursements for efforts to
unionize employees, to represent them after unionization occurs, and to
prevent employees from decertifying the labor organization.™ From 2006
through 2020, the amount disbursed by labor organizations as reported on
this schedule has increased from $3.8 billion to $4.5 billion per year.”
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POLITICAL ACTIVITIES AND LOBBYING (SCHEDULE 16)

On this schedule the labor organization reports disbursements for activities
designed to influence state, local, and federal elections. Also reported are
disbursements to advance the passage or defeat of legislation or the
promulgation of regulations. '™



As noted above, disbursements as reported on this schedule tend to vary
depending on whether the country is in an election year. In election years, the
amounts disbursed are generally higher than non-election years. From 2006
to 2020, the amount reported on this schedule increased from $427 million to
$791 million per year.® Other reports filed with the Federal Election
Commission show that union political action committee spending during the
2020 election cycle was split roughly 87 percent to support Democrats, and 13
percent to support Republicans.?®
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CONTRIBUTIONS, GIFTS, AND GRANTS (SCHEDULE 17)

On this schedule the labor organization reports, “direct and indirect
disbursements to all entities and individuals during the reporting period
associated with contributions, gifts, and grants, other than those listed on
Schedules 15,16, and 20. Include, for example, charitable contributions,
contributions to scholarship funds, etc.”” Some of the disbursements reported
on this schedule are for politics-adjacent purposes. Examples include two $1
million contributions from the Electrical Workers national headquarters
(IBEW) to the group “Milwaukee 2020" and IBEW's $1.1 million in contributions
to “Rebuild USA, Inc."#

The amount reported on this schedule is generally constant with expected
increases over time. From 2006 to 2020, the amount reported here increased
from $324 million to $402 million per year.?



Contributions, Gifts, and
Grants

$450
$400
$350
$300
$250
$200
$150
$100
$50
$

MILLIONS

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

GENERAL OVERHEAD (SCHEDULE 18)

On this schedule the labor organization reports disbursements for general
overhead that do not fit on the other disbursement categories. %

The amount reported on this schedule is generally constant with expected
increases over time, although there was a decline from 2019 to 2020. From
2006 to 2020, the amount reported here increased from $2.2 billion to $2.8
billion per year.?
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UNION ADMINISTRATION (SCHEDULE 19)

Here the labor organization is to report disbursements for activities such as
those “relating to the nomination and election of union officers, the union’s
regular membership meetings, intermediate, national and international
meetings, union disciplinary proceedings, the administration of trusteeships,
and the administration of apprenticeship and member education
programs..."?¢

From 2006 to 2019, the amount reported here increased from $1.5 billion to $1.7
billion per year.?” The amount was lower in 2020 at $1.4 billion.?2 A decrease in
activity due to the COVID-19 pandemic likely explains why this amount was
lower in 2020.

Union Administration
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UNION MEMBERSHIP RATES IN THE UNITED STATES

As noted above, the U.S. Department of Labor's Bureau of Labor Statistics
(BLS) publishes an annual summary of union member rates in the United
States. Data from that summary are available back to 1983. In the most recent
summary for 2020, BLS reports that the union membership rate in the private
sector was 6.3 percent and that 7.1 million workers in the private sector belong
to unions.? In the public sector, the numbers are 34.8 percent and 7.2 million
workers° Thus, roughly half of union members in the United States are
employed in the private sector and half are employed in the public sector.



INn 1983, the private sector union membership rate was 16.8 percent.® This is
approximately 2.66 times the current rate of 6.3 percent.

In 2000, the private sector union membership rate was 9.0 percent.*? This is
approximately 1.43 times the current rate of 6.3 percent. The chart below
shows the decline in union membership from 1983 to 2020.%*

Percent of Private Sector Workers
Who are Union Members

EFFECTS ON LABOR ORGANZATION RECEIPTS AND DISBURSEMENTS IF
THE UNION MEMBERSHIP RATE INCREASES

Most, if not all, labor observers believe that enacting the PRO Act will lead to
an increase in the private sector union membership rate and those required to
pay fees. This has been widely accepted in public comments on the pending
legislation. How much the union membership rate will increase, however, is
subject to debate.

For discussion purposes, two scenarios are presented below and use the
private sector union membership rates as they existed in 2000 (9.0 percent),
and 1983 (16.8 percent).

For these scenarios, an assumption is made that disbursements in the
functional expense categories discussed above will increase at the same rate
as receipts. Some functional expense categories, such as those for union
overhead and union administration may not increase at the same rate as
receipts because they are more likely to be fixed costs such as those related to
building maintenance.
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Additionally, an assumption is made that a 100 percent increase in the private
sector union membership rate would lead to a 50 percent increase in the
value of the receipts and disbursements reported in the OLMS data-thisis a
conversative estimate.

The OLMS data do not distinguish whether the members of covered labor
organizations are from the public or private sector.

Unions at the state and local level that are wholly public sector, i.e., that have
No private sector members, are not currently covered by the reporting
regulations that implement the LMRDA. Thus, while the OLMS data do include
information on federal sector unions and some mixed state and local public
sector unions, i.e., those with at least one private sector member, the bulk of
the universe of labor organizations reporting to OLMS are private sector,
LMRDA-covered labor organizations. While it is likely that the OLMS data
correspond to mostly private sector employees and their labor organizations,
for discussion purposes the assumption is made that 50 percent of the dues
reported by labor organizations in these data are received from private sector
employees and 50 percent are received from public sector employees.

SCENARIO 1- UNION MEMBERSHIP RATE INCREASES TO 9.0 PERCENT
As noted above, a union

membership rate of 9.0 percent Mem bership Dercent

is approximately 1.43 times the

current rate of 6.3 percent, or a Rate | Ncregse
43 percent increase. Using the
assumptions from above, a 43 9.0 percent 435 percent

percent increase in the private
sector union membership rate
could lead to an approximately 16.8 percent ]67 percent
21.5 percent increase in covered
labor organizations’ receipts and disbursements.

SCENARIO 2 - UNION MEMBERSHIP RATE INCREASES TO 16.8 PERCENT

As noted above, a union membership rate of 16.8 percent is approximately 2.66
times the current rate of 6.3 percent, or 167 percent higher. Using the
assumptions from above, a 167 percent increase in the private sector union
membership rate could lead to an approximately 83.5 percent increase in
covered labor organizations' receipts and disbursements.
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POTENTIAL INCREASE IN RECEIPTS FROM DUES

Using the assumptions above, dues received by labor organizations could
conservatively increase from $11.1 billion to $20.4 billion if the union
membership rate returns to 1983 levels.

Dues Receipts at Different

s Membership Levels
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Membership |Increased Dues
Rate and Fees

9.0 percent $2.4 billion

16.8 percent $9.3 billion
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POTENTIAL INCREASE IN DISBURSEMENTS

Using the assumptions above, labor organization disbursements in the
functional expense categories described above could increase as indicated
below.

Representational Activities
at Different Membership
Levels

BILLIONS

Representational Activities

6.3 percent (2020) ™ 9.0 percent M 16.8 percent

Membership | Increased Representational
Rate Activities

9.0 percent $1.0 billion
16.8 percent $3.8 billion
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Contributions, Gifts, and
Grants at Different
Membership Levels
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Contributions, Gifts, and Grants
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9.0 percent $86 million

16.8 percent $335 million
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General Overhead at
Different Membership Levels
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Union Administration at
Different Membership Levels
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CONCLUSION

If enacted into law, the PRO Act will likely result in increases to the private
union member rate. This will increase the number of dues-paying members
who fund labor organizations, increasing labor organization receipts and
enabling unions to increase their disbursements. If the private sector union
membership rate returns to where it was within the last several decades, this
could conservatively mean an increase of over $9 billion in dues receipts within
the universe of labor organizations that file LM reports with OLMS. This would
allow unions to increase their disbursements for everything from politics to
landscaping, expanding their power and influence greatly.
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